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Variable	 Observations	 Mean	 Std.	Dev.	 Min	 Max	
avg_spend	 55	 0.286	 0.456	 0	 1	
race	 55	 2.071	 1.263	 1	 4	
classyr	 55	 2.436	 1.135	 1	 4	






Ethnicity	 		 100	 55	
		 White	 51.79	 29	
		 Black	 12.5	 7	
		 Asian	 12.5	 7	
		 Other	 23.21	 13	
Gender	 		 100	 55	
		 Male	 45.45	 25	
		 Female	 54.45	 30	
Class	Year	 		 100	 55	
		 2020	 23.64	 13	
		 2019	 23.64	 13	
		 2018	 25.45	 14	







PIH	 		 100	 55	
		 Strongly	Agree-Somewhat	Agree	 54.5	 	30	
		 Strong	Disagree-Somewhat	Disagree	 45.5	 	25	
HD	 		 100	 55	
		 $15	today	 25.5	 14	







































































































 (1) (2) (3) (4) (5) (6) (7) (8) 
VARIABLES avg_spend avg_spend avg_spend avg_spend avg_spend avg_spend avg_spend avg_spend 
         
white 0.294*     0.324* 0.256 0.268 
 (0.164)     (0.173) (0.184) (0.185) 
black 0.318     0.261 0.117 0.115 
 (0.273)     (0.308) (0.314) (0.313) 
asian 0.578***     0.728*** 0.812*** 0.806*** 
 (0.205)     (0.177) (0.149) (0.152) 
female  -0.0410    0.00991 -0.0157 -0.0119 
  (0.121)    (0.128) (0.133) (0.134) 
freshman   0.0679   0.164 0.135 0.128 
   (0.171)   (0.195) (0.197) (0.198) 
sophomore   -0.0802   -0.0596 -0.0565 -0.0726 
   (0.156)   (0.163) (0.152) (0.154) 
junior   -0.0975   -0.237* -0.259** -0.270** 
   (0.152)   (0.141) (0.117) (0.119) 
pih1    0.438   0.556* 0.570** 
    (0.271)   (0.285) (0.281) 
pih2    0.382**   0.455*** 0.443** 
    (0.171)   (0.173) (0.177) 
pih3    0.244   0.328 0.335 
    (0.235)   (0.259) (0.261) 
hd     0.0952 0.160  0.0711 
     (0.145) (0.196)  (0.194) 
         












































































































 (1) (2) (3) (4) (5) (6) (7) (8) 
VARIABLES avg_save avg_save avg_save avg_save avg_save avg_save avg_save avg_save 
         
white 0.0128     0.179 0.0866 0.131 
 (0.160)     (0.184) (0.179) (0.193) 
black 0.305*     0.341** 0.267 0.293* 
 (0.157)     (0.140) (0.184) (0.174) 
asian 0.166     0.141 0.188 0.181 
 (0.196)     (0.221) (0.208) (0.212) 
female  -0.0872    -0.0312 -0.0571 -0.0428 
  (0.130)    (0.138) (0.146) (0.148) 
freshman   0.165   0.142 0.153 0.154 
   (0.162)   (0.179) (0.181) (0.181) 
sophomore   0.234   0.189 0.257 0.230 
   (0.153)   (0.173) (0.160) (0.171) 
junior   0.255*   0.193 0.212 0.176 
   (0.149)   (0.187) (0.175) (0.191) 
pih1    0.332**   0.321** 0.321** 
    (0.139)   (0.145) (0.142) 
pih2    0.321**   0.304** 0.262 
    (0.151)   (0.155) (0.173) 
pih3    0.143   0.105 0.115 
    (0.173)   (0.187) (0.186) 
hd     0.238* 0.221  0.136 
     (0.134) (0.168)  (0.214) 
         
Observations 55 55 55 55 55 55 55 55 
Standard	errors	in	parentheses.	Reported	coefficients	are	marginal	effects.		
*** p<0.01, ** p<0.05, * p<0.1 
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	 The	same	set	of	specifications	was	utilized	to	study	savings	behavior.	Model	1,	focusing	
on	ethnicity,	shows	that	the	coefficient	for	𝑏𝑙𝑎𝑐𝑘	is	positive	and	significant	at	the	10%	level.	
Specifically,	black	students	are	30.5%	more	likely	to	save	than	other	races.	Model	3,	observing	
differences	among	class	years,	finds	that	the	coefficient	for	𝑗𝑢𝑛𝑖𝑜𝑟	is	positive	and	significant	at	
the	10%	level,	with	juniors	25.5%	more	likely	to	save	than	other	class	years.	Model	4	
investigates	average	savings	versus	the	Permanent	Income	Hypothesis,	with	both	𝑝𝑖ℎ1	and	𝑝𝑖ℎ2	resulting	in	positive	and	significant	coefficients	at	the	5%	level.	In	Model	5,	the	result	for	
Hyperbolic	Discounting	is	positive	and	significant	at	the	10%	level.	Model	6,	looking	at	
demographics	and	Hyperbolic	Discounting,	find	significance	for	𝑏𝑙𝑎𝑐𝑘	at	the	5%	level	with	a	
coefficient	of	34.1%.	This	indicates	blacks	are	34.1%	more	likely	to	save	in	comparison	to	other	
ethnicities.	Model	7	analyzes	demographics	and	the	Permanent	Income	Hypothesis,	where	𝑝𝑖ℎ1	and	𝑝𝑖ℎ2	are	both	positive	and	significant	at	the	5%	level.	Students	in	the	threshold	of	𝑝𝑖ℎ1	are	32.1%	more	likely	to	save	while	those	in	the	threshold	of	𝑝𝑖ℎ2	are	30.4%	more	likely	
to	save.	Finally,	the	full	model	results	show	that	Blacks	are	more	likely	to	save	at	a	rate	of	
29.3%,	a	finding	that	is	significant	at	the	10%	level.	𝑝𝑖ℎ1	is	also	positive	significant	at	the	5%	
level	with	a	coefficient	of	32.1%.		
	 When	comparing	the	results	of	spending	and	saving,	there	are	more	statistically	
significant	results	within	the	spending	models	versus	the	savings	models.	This	is	in	line	with	the	
students’	responses,	where	25.5%	of	students	observed	lots	of	change	in	spending	while	only	
16.4%	of	students	observed	lots	of	changes	in	saving	habits	over	their	time	at	Skidmore.	Some	
patterns	have	emerged	when	interpreting	the	regression	results.	The	spending	models	display	
significance	of	the	variable	𝑗𝑢𝑛𝑖𝑜𝑟,	which	is	negative	and	significant	in	each	model	it	is	used.	
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This	is	indicative	of	the	fact	that	juniors	spend	the	least	in	comparison	to	other	class	years.	This	
can	be	confirmed	when	looking	at	the	savings	regression	results,	where	𝑗𝑢𝑛𝑖𝑜𝑟	is	positively	
correlated	with	savings	in	model	3.	The	finding	can	suggest	that	juniors	spend	less	on	average	
because	they	have	observed	more	implementation	of	savings	mechanisms.		
	 Similarly,	the	variable	𝑎𝑠𝑖𝑎𝑛	is	also	significant	in	all	spending	regressions	that	it	is	
utilized,	each	with	a	significance	at	the	1%	level.	This	demographic	is	strongly	correlated	with	
average	monthly	spending.	Another	interesting	result	to	note	is	that	𝑏𝑙𝑎𝑐𝑘	is	significant	in	
models	1,	6,	and	8	of	the	savings	models.	This	supports	the	idea	that	Blacks	are	more	likely	to	
save	as	opposed	to	students	of	other	ethnicities.	There	is	also	no	significance	of	the	variable	𝑏𝑙𝑎𝑐𝑘	within	the	8	models	of	spending,	which	further	confirms	the	findings.		
	 	
V.	DISCUSSION	
Much	of	the	previous	literature	focuses	on	different	variables	that	may	influence	the	
spending	and	saving	habits	of	a	college	student,	but	few	researchers	develop	a	model	that	
accounts	for	both	demographic	and	theoretical	values	altogether.	While	age,	gender	and	
ethnicity	have	all	shown	to	largely	influence	financial	behaviors	of	a	college	student,	little	has	
been	done	to	examine	the	role	of	certain	theoretical	frameworks	including	the	theories	of	
Hyperbolic	Discounting	and	the	Permanent	Income	Hypothesis.	This	study	examines	spending	
and	saving	behaviors	among	college	students,	taking	into	account	variables	of	class	year,	
gender	and	ethnicity	in	one	model	and	the	Permanent	Income	Hypothesis	and	Hyperbolic	
Discounting	in	a	separate	model.		
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In	terms	of	planning	ahead	for	future	spending,	females	were	more	likely	to	plan	for	
spending.	When	observing	the	number	of	responses	that	reported	planning	for	spending	often,	
16.4%	of	females	selected	that	option	as	compared	to	7.3%	of	males.	On	average,	females	in	
this	data	set	spend	4.1%	less	than	males.	This	finding	is	in	line	with	other	literature.	Sabri	and	
MacDonald	(2010)	conclude	that	females	employ	more	saving	mechanisms,	which	included	
planning	spending	budgets.	This	may	relate	to	the	socialization	and	upbringing	of	females	in	
comparison	to	males.	In	some	societies,	males	are	given	the	freedom	to	begin	working	at	a	
younger	age	whereas	females	are	held	back	until	a	certain	age	(Furnham,	1999).	As	males	begin	
to	earn	income	earlier,	they	have	more	disposable	income	to	spend	as	opposed	to	women	who	
are	reliant	on	financial	support	from	parents	or	guardians.		
Chen	and	Volpe	(1998)	find	that	women,	particularly	those	who	are	ranked	lower	
among	their	class	and	with	little	work	experience,	are	less	knowledgeable	on	personal	finance	
and	therefore	tend	to	develop	wrong	opinions	and	execute	incorrect	financial	decisions.	
However,	this	statement	seems	to	be	a	cultural	bias.	To	claim	that	an	individual	has	“wrong	
opinions”	is	a	judgment	against	certain	cultural	norms	and	standards	that	may	not	hold	true	in	
every	societal	structure.	Perhaps	many	of	these	individuals	were	enculturated	under	different	
mannerisms,	where	spending	is	revered.	Furnham’s	(1999)	study	reviews	money	pathology,	
which	shows	that	males	report	greater	confidence,	independence,	risk	taking	and	gambling	
with	money	matters.	This	may	apply	to	findings	from	this	study,	explaining	why	males	were	
found	to	spend	more	on	average	than	females.		
From	an	ethnicity	standpoint,	Cummins	et	al.	(2009)	claim	that	American	students	have	
cherished	the	use	of	credit	more.	The	credit-dependent	society	is	often	discussed	as	a	growing	
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problem	within	the	realm	of	personal	finances.	Relying	on	credit	usage	can	lead	to	financial	
issues	such	as	incurring	large	amounts	of	debt	(Cummins	et	al.	2009).	Many	college	students	
tend	to	be	present	oriented	in	that	they	are	not	concerned	with	covering	the	costs	of	credit	
card	spending,	mostly	due	to	the	fact	that	at	this	age,	students	are	dependent	on	parents	and	
guardians	to	pay	off	these	balances	(Hayhoe	et	al.,	2000).		
The	regression	results	of	class	year	from	this	study	find	that	freshman	and	senior	
students	exhibit	higher	spending	behaviors	while	sophomores	and	juniors	exhibit	less	spending.	
This	finding	may	be	in	line	with	the	fact	that	first	year	students	are	younger	and	therefore	do	
not	know	how	to	handle	finances	well	(Chen	&	Volpe,	1998).	There	is	a	learning	curve	that	
exists	when	making	the	transition	from	being	completely	financially	dependent	to	slowly	
becoming	financially	independent.	Chen	and	Volpe	(1998)	believe	that	participants	with	less	
work	experience,	many	of	whom	are	younger,	also	are	unable	to	manage	finances.	An	
interesting	finding	from	this	study	is	the	fact	that	fourth	year	students	are	also	spending	more	
on	average.	The	transition	from	college	to	post	graduation	may	also	probe	more	spending	in	
preparation	and	anticipation	of	a	higher	income.			
Within	the	context	of	the	Permanent	Income	Hypothesis,	research	has	found	that	
younger	individuals	seem	to	be	more	optimistic	about	their	future	financial	earnings,	which	can	
be	a	good	indication	of	the	reason	why	they	are	able	to	take	on	more	debt	now,	expecting	to	
pay	it	off	later	(Norvilitis	et	al.,	2006).	Similarly,	Roberts	and	Jones	(2001)	find	compelling	
evidence	for	the	Permanent	Income	Hypothesis	through	their	review	of	the	UCLA/American	
Council	on	Education	Annual	Survey.	Three	out	of	four	students	said	that	one	of	the	main	
reasons	for	going	to	college	was	to	make	more	money	(Roberts	&	Jones,	2001).		
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In	an	analysis	of	the	Hyperbolic	Discounting	Function,	David	Laibson	(1998)	suggests	
that	age,	income,	and	wealth	are	all	correlated	with	various	levels	of	patience.	In	other	words,	
at	different	stages	of	the	life	cycle,	there	is	a	certain	preference	of	present	orientation	or	future	
orientation.	Accounting	for	age,	income	and	wealth	at	the	university	level,	Hyperbolic	
Discounting	may	not	be	as	applicable.	This	study	finds	that,	in	general,	most	people	do	not	
display	habits	that	are	reflective	of	Hyperbolic	Discounting.	About	74.5%	of	participants	opted	
for	the	choice	to	receive	$20	tomorrow	over	$15	today.	The	population	tended	towards	a	later,	
higher	reward	amount,	indicating	future	oriented	thinking.			
		 The	study	comes	with	inherent	limitations	that	can	be	addressed	in	future	studies.	First,	
there	is	the	issue	of	endogeneity	that	has	surfaced	after	conducting	this	study.	It	cannot	be	
completely	determined	whether	the	independent	variables	are	the	variables	with	the	
confounding	effects	on	the	dependent	variable.	The	issue,	also	known	as	reverse	causality,	
indicates	that	there	is	a	constant	feedback	loop	to	indicate	if	the	independent	variable	is	
impacting	the	dependent	variable,	or	if	this	relationship	exists	in	the	opposing	direction	as	well.	
For	instance,	there	is	no	way	to	completely	determine	whether	the	relationship	strictly	exists	in	
the	sense	that	average	spending	is	affected	by	class	year,	gender,	ethnicity,	PIH	and	HD,	or	if	
the	opposite	could	happen.	It	is	possible	that	average	spending	can	result	in	changes	in	certain	
variables	such	as	the	Permanent	Income	Hypothesis	and	Hyperbolic	Discounting.	The	
theoretical	frameworks	can	have	a	confounding	or	unexpected	effect	based	on	changes	in	
average	spending.	To	correct	for	this	issue,	an	instrumental	variable	can	be	introduced,	which	
does	not	correlate	with	the	error	term	but	instead	correlates	with	the	independent	variables.			
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	 Secondly,	the	sample	size	is	small,	with	a	total	of	55	responses.	As	convenience	sampling	
was	used	and	no	monetary	incentive	was	provided,	this	may	have	decreased	the	probability	of	
gaining	more	participants.	However,	while	only	55	students	participated,	it	was	ensured	that	an	
equal	representation	of	class	years	was	present	and	that	there	were	representations	of	gender	
and	ethnicity	reflective	of	the	Skidmore	College	population.				
Thirdly,	there	may	have	been	some	selection	bias	that	inevitably	played	into	this	study’s	
design.	Participants	were	carefully	selected	via	convenience	sampling	at	common	spaces	
around	campus,	however,	students	were	asked	to	participate	in	the	study	based	on	
demographics.	Since	demographic	characteristics	are	a	large	focus	in	this	study,	it	was	
important	that	survey	participants	came	from	a	variety	of	combinations	in	age,	gender,	and	
ethnicity.	As	such,	students	were	first	asked	their	class	year	and	ethnicity	prior	to	recruiting	
them	to	participate	in	the	proposed	study.	Though	selection	bias	was	present,	it	was	necessary	
to	account	for	demographics,	as	it	was	a	large	focus	in	the	context	of	this	study.		
	
	
VI.	CONCLUSION	
	
The	spending	and	saving	habits	of	college	students	provide	an	insight	into	the	financial	
mechanisms	that	are	utilized	by	young	adults.	Results	from	this	study	show	that	there	are	clear	
patterns	that	have	emerged,	which	are	in	conjunction	with	findings	captured	by	other	
researchers.	Conclusive	evidence	is	present	of	the	fact	that	ethnic	background	is	a	strong	
determinant	of	certain	spending	patterns.	As	deemed	by	other	researchers,	namely	Chen	and	
Volpe	(1998)	and	Pritchard	et	al.	(1989),	students	who	are	White	tend	to	spend	more	than	
other	demographics.	Not	only	is	this	further	exemplified	in	my	study,	but	it	is	also	found	that	
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Asian	students	also	spend	a	significant	amount	more	compared	to	other	ethnic	backgrounds.	In	
an	effort	to	find	a	connection	to	existing	economic	theories	of	spending,	there	was	significance	
behind	the	data	collected	for	the	Permanent	Income	Hypothesis.	If	this	attitude	towards	
spending	holds	true	and	continues	on	an	upward	trend,	students	may	start	to	overestimate	
future	earnings,	resulting	in	more	financial	issues	to	deal	with	at	a	later	time.			
The	results	of	this	study	provide	various	implications	and	policy	suggestions	that	can	
contribute	to	the	literature	of	the	spending	and	saving	habits	of	college	students.	As	it	stands	
today,	the	breadth	and	depth	of	studies	can	be	extended	to	further	analyze	other	variables	that	
may	have	significant	effects	on	the	financial	habits	of	college	students.	Demographic	factors	
such	as	age,	gender	and	ethnicity	seem	to	be	most	commonly	studied	while	many	theoretical	
frameworks	of	consumption	and	savings	have	not.	The	findings	pertaining	to	existing	economic	
models	of	Hyperbolic	Discounting	and	the	Permanent	Income	Hypothesis	can	be	extended	over	
longer	periods	of	time.	For	instance,	if	a	study	was	able	to	follow	a	population	of	students	pre-
college	and	post-college,	this	may	give	a	better	understanding	of	the	changes	that	occur	within	
the	time	frame	of	university	education.	This	would	come	with	observed	perceptions	prior	to	
college	that	may	influence	financial	habits	as	well	as	practices	that	were	developed	during	this	
period.		
	 The	scope	of	this	literature	also	fails	to	take	into	consideration	habitual	spenders,	and	
how	these	individuals	may	affect	the	results.	Future	studies	should	account	for	categorization	
of	types	of	spenders	in	order	to	compare	findings	and	draw	conclusions	about	financial	
practices	among	different	spenders.	As	more	focus	is	being	drawn	towards	studying	the	
financial	habits	of	young	adults,	there	is	increasing	desire	to	understand	the	issue	and	the	main	
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driving	forces	that	lie	behind	the	development	of	financial	habits.	It	would	be	interesting	to	
note	the	impact	of	formal	education	on	the	spending	and	saving	habits	of	college	students.	
Very	minimal	research	has	been	conducted	in	this	particular	branch	of	the	topic,	and	doing	so	
could	shed	light	on	methods	that	allow	students	to	develop	good	financial	habits.	Most	young	
adults	have	their	first	sense	of	financial	independence	during	their	college	years,	and	having	no	
prior	knowledge	of	experience	may	have	adverse	effects	in	the	future.		
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